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- In the. Mavter ol the: Anplmcaulon of the
SOUTEERN PACIFIC CONPANY for antnorlty _
under Section 27 of the Public Ttilities
Act, to caarge and collect within -the:
llmlts of the city of Oakland fares 1n Anpllcat¢on Yo. 860
excess of 5 cents for one continuous. _ -
ride in the same direction within the ) - ¢
cornorame llmluS‘Of said city of Oakland.s S

 Iﬁ’the.Eatfer‘oft§he App;lcaulon o*,tne )
‘SOUEHERNVPACIFIC.COMPANY for autnhority )
~under -Section’ 63 of .the Public Utilities g A
Act, to! increase the individual monthly: ) Ampllcatlon NOZ 861,;,Q-M
) , : -*
)

commutation fares between San Francisco,
. Oakland gna Haveascourt, Ca¢1forn1a.

In the Matter of. the‘Appllcatlon of

. SOUTHEERN. .PACIFIC COMPANY for an order. -

‘ 1ncreasmng its passenger fares between ‘ B PR P
San Francisco and Alameda County points Avplication ¥o0.11056:
-and ‘tetween. p01nts Wlthln the County of-. R
fAlameda.,, : ,

COmnlainant,ﬂh

. vs. Cdse \o. 517
RL PACIFEC COJPAXV

: Defendaﬁt.u

EENRYxWARFIEED. : o
' ‘ ‘ Cdmplainant;'
vE.
qOUTr “Y PACIFIC RAITﬁoxD CO”“AXY
- De*encanu. o

Case No. 519. B

‘f “OO.LT-IILI.. L«'EE’ROVE m:r orws, E

C. Wi Durbrow for appllcan» and’ aefenaantu;w«
Guy C. Zarl and Chaffee E. Hall for prouestante
‘_and comnlalnant. . B
Sen F. Woolner and J. J. marle ~or C&ty OL(_ﬁdﬁf
Oaklana, 1ntervenor. _ ‘
Frank E. Cobnlsh ;or Clty of Berkeley, Interveno >

| ESELEMAY,and-GORDOX;~Cormissioners. -




These five proceedlngs taken together 1nvolve all of the 5ﬁe{7"”
coﬁwuuatlon rates between Sen ?ranc1sco and Alameda County po;nts in
the cities of Oaklﬂnd Al ameds and Berkeley as vell as certaln local

remee within tmose cxties.‘

: '):w""}‘ 7’“ : ' Ll
Apnllcatlon No. 860, leed on Octdbezmlo 1913 by the ﬁg{

Southern Pacific Cempany, ne*elnafter Called tae Company, asks ;or
autnorlty Lo malntaln for tne trensnortatlon of passengers on 1ts5*17
llnes between polnus within uhe Clty of Oakland a fare greater than

5 certs. Seculon 12 of . tne PLbllC oh 111t1es Act nrovxdes tnat trw

'exceed 5 cents unless the Ramlroaa Commisszon so orders. The Company
desmre° to cnarge more taan 9 cents beuween polnts on the ao—called

MeW ose exten51on and ce*tuan otaer de51gnated polnts 1n the Clt |

he Oaklana Cnember of Commerce and tae East_Oakland
Protective League proueetea agalnst tne grantlng of tams appllcatlonv
ana askea tae: Comm1381on to reqylre the Comnanv to declst froh
.charglng or collecuzng more tnan 5 cents eor one COntlnuoue rlae 1n1%5
the same general dlrecu;on wi Aln the llmlts of ;ne Clty of Oakland
1alle'ging hat hzgher fares unan 5 cents Wluhln tne 11mits'of the
‘01tv of Oaﬁlana are unau°t Lnrea onable and dmscxmanatory
- Tae Comnany, in its- answer to tae protests of the Oaklana
‘Chamoe“ of Commeree and the Mast Oakland Protec 1ve Leagube denie
‘eaat the fare complalned of are ungust unreasonaole o alscrlilnet ry
'ort‘ t it is a . street rallroad ana asks for an order“aﬁffer
_en'lncrease 1n fares between all po;nts ln Oakland Berkeleyuana
-Alameaa and San 1z‘:c'.aa.nc:!.sc:o. '. mwr; 1_7 ‘  _ ‘_‘
AppllC&*lon Vo. g6, ¢$led Oo$eberme 1913, asks per
m1°81on to 1ncrease the 1nd1v1dual monthly comﬁntatlon ;ares betweeﬁ

San Francmsco, Oaklend and Vest Oakland on the one nana ana Havene‘

court oz tne otner.‘ Thevcompany-alleges un@c zt desmres uO eBtabllBh




ne nroposea changes in c°mformity to an unaerstanamng reached between

1» and partles interested in Havenscouxt nroperty.

The ‘Oakland Chauuer of Commerce dnd ‘the dast Oakland Pro-‘_f
-0 e

'teculve League, on Amr11~%8, 1914 fl;ea a prote t_ugalnst the
_proposedﬁiﬁcrea es ané in addltlon a cross-complamnt agalnst the
 Coﬁnahy'°H§né-way fare tetween pomnus on. the Seventh Street 11ne

o greater tnan 5 cenus and agaln t tae 1nd1v1dual monthly commutatlon
fares. and one—vay fares between San Wranc1sco and all statlons on th ””
ASeven h treet llne Qre@ter taan 3 OO for com_utat¢on per month and
10 cents ;or sxngle one-vay fares. Tnese protestants ask tne Comp ”;T
‘”mlssmon to establlsh ;1rst, a fare for one-wa ,‘flrs.-class con -

vinguous trlp of 5 cents oetween all stat;ons on tae Seventh Street'”

lize, mcmgng tnat part of th 1s.i:,mne ‘aé th& Mmﬁ@ i‘E}JJCHUlUBz;

'3econd one-vay,-Llrst -class contlnuous tr;p Lax’ or 10vcents between
all stata.on.., on" the Seventnh S‘.reet ‘lz.ne,‘ .u;ncludl‘r.g that paxt.of A
lline known as the helrose extenslon and tne Clty of San Wrancmsc'
and, ’m.m, indlv:.aual ;..onuhly commuuat:.on J.a,re o.._wS.OO" between
ﬁOlnuS on the Seventn S ree» llne,'lncludn.ng 't af ﬁa.rt- o'.t‘

,known as. the Melrose ‘extension ana the Clty of San Vranu‘ .

The Company in gnswer to the protest and cioss-complamn
allé"és-that he ;ures thereln ouestloned are unduly 1ow,:
\ccmpensatory, and’ con¢1sca$ory, ana in adaztlon that a¢1 6f'1ts‘

ares be.ween San Vranc¢sco and u11 n01ntq °ervea by 1ts electrzc o
1zne° in. Alameaa Coun v and betveen suaulons in Oaxlaud an& A;amédﬁﬁ
Connuy are unau;y low, on-cownensatory and conflscatory,‘”‘“*N;“h
the reveﬂue uherefrom is 1nsuff1c1ent to bav the cost of operatlon;rl
Tne Comnany asks to increase all OL luS ’ares oetween San,Franc
and oolnts se*ved by le elecurlc 11nes 1n Alameda County ana between
all. nomnvs ln Oaaland and all- noxnts ln Alaneaa County to a ba81 |
-valch 0 the Comm;ssmon snall be‘Louna to be Just ana rea onable

APp;lCathM ‘No. ;105 f11ed Aprll 29 1014 aSkB ﬂor

auvnorlty ¢or the Company to 1ncrease lvB passanger fares between

. ‘__‘3- :




- San “rancmsco ana Alameda Coun y po;nte and betveen points wztnln .
une County of Alameaa, alleglng *hax tae present fares are undul '
flow non— ompensauorj and couﬁxscatory.:'"hls appllcatlon.embrace

all of the 1ssues ramsea in the nrecedlng anbleca 1ons ouullned
"he:eln anq tae ﬁwc casee eollowmeb. ' |

Case.No. 517 is a comp_eanu fl¢ed bj the "Oothlll

Imneowene ‘Cluo agalﬁs he uthe*n Pac1¢1c CoJ@any on December:

11 1910;‘vnere1ﬂ lt Uuus in. 1ssue the reaeonableness o; the one—way anf
‘ﬁen*hly commutatmon fares bevween San Francmsco and {evenecour E
| Vbxum Avenue ana °arker Avenue.‘ It 1s also alleged in tnls complaxnt

tﬂat the *ares at acxea are dlscxlmlnauory.ﬂ_%y |

| Case No. 519 is a complalnt,o .henry war¢1e1d \flled

Decemoer 15 1913 wheﬂeln thms commlalnanu calls 1n ouestlon th.

'_one-wuj end monenly commutatlon fares beeween *u:tou Avenue and

San- rrancmsco ana uae'one-'ay eares between Dutton Avenue and‘Oleand:

Sen ~ra“c1sco

teetign being.tnat an unnecessary trmnsFer 15 recal*ea at Mblro
end‘noftrains are run oetwee San “runczsco and »utton Awenue_af

‘9 J. 'Lhe Comxuss R is askea uO re-adaus* *he fzces comnlalned of
and <o reculre tae Comuany o rua .rougn tra*ns Eetween¢8anv ‘anc sce
'und 1‘u ton Ayenue by vaJ of Alumeda dble~ana COnxlnue eﬁcn serv ‘ce

uﬂull ll ) clock Pei of eaca day.

The Cluy of Oaxland nas 1atervenee xn all of tneSe.cases

exceet Case Vo. 519

”he lmnort‘nce of t ese case




ha_asazn un§n the reeldent° of’ theééJdifiés;V '
A careful and voria flde effort on *he narQ of tneECoﬁnanyu

has béén‘maae‘to s ow the real conalulons surroundlnm the gerv e
nere ner¢ormed 2nd. mnch gesUlmony and many 1ntr¢caue tabulat ons
accomngnled by staulsulcal da ave been nresantéa; Wb_ ave gl#en
tae case 2 great deul of study anane feel +na* 1ts«1mndrtance;re- Tv]jﬁ
qaxres tnat a resume of the ev;dence be nereln set out.ﬂ5;i;bw o

” ‘Tne uestlmonv shows ta t ¢or many years the Comnany hasfr
malntained tne ferry anq suburban uervxce aere 1nvolved”and hasfﬂ"”
cnarged t e unmaorm rate of 10 cents for one-ﬁay fares and %3 00
per montn for commutaulon. n to-a few ye s ago steam equlpﬁent\
was usec 1n conaunctlon with the 'erry boats, but at the present .
tzme all of the 11nes have been electrized'-~The Company ooera;es 
ae aollowzn& llnes 1n A*ameda County QQVOved uO suburban'trafflcu
solely. L | | |

l;f Shattuck Aye.—Borkeley Llne.‘ Th1° llne onera e:

*rom Oakland DJ.er to ”housund Oaks v;a Shautuck Ayeaue,

a dlstance of 8. 54 m;les.
2. “1lswbrth St., Berkelev Llne, oneratxng from Oakland

°1er over the same llne as the Shattuck Aye. tralns to Ellswortha

-Junctlon3 tnence b ancnlng off “aa oneratlng along Ellsworth S

mne.uotal lengta of thls lmne from Oaxlana °1er to- 1ts termmnus,“
Be”keley Camnus, 5 81 m;les. | e

3. Call*ornla St., Berﬁeley Llne, runs from Oaklan

'via one same llne a8 - ne Snattuckigve. traxns ta&e to Ca¢

ounctlon near 6lst St.,_unence along Callﬁornla St to Taouaand Oaksh

uv1ng 1n to- uae Snattuck Awenue llne.‘ The als+ance of thls llne

‘¢rom Oaslana Pler uO 1ts termlnus 1s 8 7 m;les.L,

4.; ch St Llne. Thzs llne onerates from Oakland“Pxer

vza tae smme llne as tae Sna uck Ayenue traxns taxe to 9ta St;

Junctzon 1n Emeryvmlle, uhence aloag 9 n St., Berkeley to Albanv

and around a loon uO 4hoasana Oa53‘ maklng a connedtton wzth
Calzlornla St.\and Snattuc Avenue llne at that p01ntﬁf;fu

.;5;‘ o




5. Vth St Lmne.( Tazs llne runs from Oakland“Pier~to

: Dutton Avenue, Oakland near tae boundary llne of the Cxty:of San‘
)'Leandro v;a 7th St., Oaklanc, branchlng off Just beyond Satne

and go:m,g *‘hrough Melrose a.nd ‘-Ia.venscourt._ The dlsta.nce from‘,_:_
Oakland Pler tor Dutton Avenue 13 11 99- mxlee. j‘f ”‘ ” , , 
6. Penxnsu¢ar Raalway, from 1otn St. Pler, Oakland to
"14th & 1?':'amkl:m Sts. This line operates along thh and 20th Sts
_and for a nart of tne letance on °lst St. aad along FranklznﬂSt
| 'comectmg mth 16tn st depot and 14tk & Franklin St d.ep ‘
| length of this llne n‘ 2.26 mles. h |
. Alameda Horse Shoe Llne. Thls 11ne opera£é§ fromH:
Oakland Dzer vma the 7th St. route to Frultvale; thenc “aroun:
‘_'loon and along Llncoln Ayenue to Pac;flc Junctlon, a:dlsténce”of
'1ozem1es." CE T o
‘28. Cross-town‘Street Car LLne.  Tnls.lmne ﬁéésithe
) tracks of the Penxnsular Rallway between 16th St PlerqA' n  i
and *ranklln Sts., taence along tne 14tn,& Pranklln St.}: f ;'ﬁ
the draw brldge 1s cnosaed thence across the marsh andvalongj
Encxnal Awenue around the 1oop beyond Elgh St. and back‘VIa.th
‘ I@rk St. statlon ana ancoln Ayenue,,a dlstance of 10 77?mlies
9.. The l4tn St Llne runs‘¢rom Alameda Pier o 14th
”"and ?ranklln Sts.; a dlstance of 4 15 mllea‘ . 

1 . The ?ﬁc1nal Ayenue. Alameda LGe, runs from Alameda

Pier v;a Central and 3nc1na1 Avenuesuo Llncoln Park-beyond High ‘

St., Alameda, % dlstance of 7. 17 mzles.' =f‘3'
| ll. Tne Llncoln Avenue 1ne runs from Alameda Pxez via
l Llnooln Awenue to Llncoln Park at that p01nt ty&ng 1n to Encl al .

~ Avenue lxne at Llncoln Park, a dlstance of 7.35 miles.\f,!fﬂﬁﬂT"*

Generally speaxlng 1t may be samd that a 20-m1nuteﬁserv1ce
~until 8 20 at nlght is malnta;ned on all of tne llnes bytway of.the
‘Oaklana Pzer route and a SO-mmnute servlce by way of tn -varloua 11ne ‘)

: through Alameda 13:z.er durinﬂ the day anq ‘a 45-m1nute servxce during




tfhe”efening'heufs;? In. addltlon to thls tnere 1sla cross—town
eserv1ce between Oakland and Alameda.l Dnrmng certaan hours of the‘v
-day when trefflc is heavzest the servxce 13 angmented by express v
.xtraxns. The suburban trains are operaued at hlgh speed and stop .‘
only ax regular atatlons, with the exception of tae street car .
servmce 1n Oakland and Alameda. The trafflc 1eiexxremely heavy
, durlng two hours 1n tne mornxng and: evenlng due to the heawy com-e(h
nutatlon traffzc of. persoes res;alng 1n Alameda County and hav1ng
‘unelr nlaces of bu31ness in San Franc;sco. | R

_;he crew. oneratlng tneoe traans ‘in addltlon to the
‘motorman, cons;sts on ‘the average of*one man ;Or each car.: The ‘ :
wages na&d are from.58 to eO cents per hour for conductors, 62} cenxs |
per ‘hour for motormen, and 30 cents per hour for gatemen and E
‘collectore. When tne gateman nerforme the dutlea of brakeman the
wages are at tne rate of $90 OO per monthe | | B

The eqnxpment ls all modern steel construetlon.

Mbst of tne 11nes of the Company are 1n dlrect competition‘v
watn tne 11nes of the San Franclsco-Oakland Termlnal Rallwaye Company,

known as tae Key Route.‘ The Shattuck Ayenue Berkeley 11ne parallela

the Key Route ‘line along thls street as far as Unlver31ty Avenue.‘.x, "’r

The Calleorn¢a Strnet line parallels the Key Route Worth Brae line
-as far as Hopklns Street Berkeley, where the Worth Brae line of the
o line.

Key Roete crosses the Commanysgoing 1n a. northeaeterly dlrectlon to

Worth Brae. The Vlntn Street llne comee‘lnto close competltlon w1th

tne Albany branch of’ the Key Route whlch leaves the North Brae Kbyf““fe=

Route 11ne a short dlstance above Unlver81ty Avenue.: Ihe 11ne from

' 16 h Street denot to the 14th and Franklin Streete depot baral el,

the Key Route 22nd line ax £ar as. Bropdway. The Vth Street 1lin o
the Company is 1n more or less dlrect competxtlon Wluh the 12th Street

‘ llne of the Key Rouue as far as Melrose.

In Alameda the Compeny 13 w1thout any competltxon n

cits suburban servxce.:'




mr. MbPherson, representing the Company, testlfmed that thi

liue between 16th Street depot and the 14th and Franklln Streeta
depot 7as built to develop bu91neas but not to compete wuth the Key ;
Route (Transcrrot PO, 273, 274 and 275) Mr. W. R. Scott Vlce ‘
 Pres1dent and - General Manager of the Company testztied thaté
lines were bullt and the old 1ines rehabllltated and eiectrlfle&:forin
‘tne puroose of takzng care of: not only the present trafficl‘ut to‘
provxde for the nece881t1es of the *uture, also, that fromve:bu31neaoﬁ
_ polnt of vzew, new llnes were Justlfled 1n connectlon withttne re5
habllltatlon of the other lznes and to orotect the traf ]
'Comnany 1n the future. Ee denled that thls necesearlly”meant.eom:
petztlon w1th the Key Route (Transcrlpt pp. 49? and 498

The Commany places 8 valuatlon o* 1te suburbanfelectrlr
system and a part of the joint fac111t1e3 whmch on 1ta basi‘fx
u_apportzonment are nroperly chargeable tO\tbe suburban serv;ce, in
cludlng ferry boata, at the sum of $26,353 667 48.« Thxs.sum 15
arrived at by taklng the reproauctlon value of the steam 11nea aeﬁﬁ"w
of June 30, 1910, and addlng tnereto the COBo of electrirlcation,

o* tne steam 1lines. and construct;on cost otfelectric road extensions,

and 1n tnls manner brlnging the total value up to June SOth, 1913.““"

The Englneerlng Department of the Commisszon reportg tnat 53 &

on the bas;s of apportionment adopted by the Company 1ts-va1uati'“”'
is. reaaonable and tnat it could not be reduced to any apprecidfie
extent. ' o | o t |  ' o

From a statement filed by Engxneer Pope of thegu'ww"
he estlmates tne Value'of the steam llnee aa of ﬁune 30,
.to whlch should be added . | :t' | |
f as the prooortlon of Oakiand bler cnargeable to the

| suourban system and.; ;‘, ;‘.‘; .ng’Q‘.“;i}‘,g;f;‘fﬁ

‘yards chargeable to the- eubunban system. Tnua accordlng‘toer;?ﬂ




suburban ‘service aa of June aO 1913-prov1ded the same ferry eqnlpmentm
was . necessary in. 1910 as is. now neceseary- we«have a valuaxlon of
$16, 786 656, and the amffereace between t is and the totalxvaluation

of $26 553 667, or $10 000 000 represents the coat of electrlficat on

‘_and tne extensmons,of vaxlous electrlc 1ines..

_ Ax the tzme the electr;fzcatlon was completed 1n 1910,
a $3 00 monthly commutaxlon rate and a 10 cent one-way fare were

in e;fect. thle the equlpment was: not entlrely worn out 1t had

in effect become obsolescent, and the same may be saad for any offﬁu‘jpuv
‘.the remalnxng broperty whlch could not be used after the elec ri
flcatlon took place.1 ' BRI _ “ _ ! “" '

. We have nolev1dence show;ng the cost of operaxlnge_’”:"
lelec«rlflcatxon, and whxle thls Commlssloﬁ should under no cir-
cumstances suggest that lmprovements and substltutions. such as thoae"
broaght about by the Company 1n electrlfylng these 11nes, Should~be
'made w1tnout nope o¢ return on. the part of the agency mak;ng.them

- vet 1t is well to bear in mmnd that often 1t 18 neceesary t,.buil
7\‘;or tne fuuure ana 1f as a matter of fact the officialﬁ-makzng
'the substltutlon were aware taat under the tnen exlstxng arrangement’

an adequate return would Ybe made, yet under the subatitute ‘arev

‘would have to be replaced If *he trafflc was 1ncre351
foresmght 1ndlcated that w1uh1n a reasonable tlme a. Blmllar boat b
| " the one in use weuld not be adequate, such w1se foreslgn;fwoul ‘J st fy ;
'tne burchase of a boat wmth capaclty 1n excess of the nresen \need
lbut it woule nou necessarlly follow taat tne interest on the ads d
v;,property and the" 1ncreased cost of operaxlon.shoulwffall upon the

lpresent trafflc'when the larger fac111ty was secured to aupply the




u,needs of future trafflc. ve shall dlscuss tnls aspect of the case

"*urther later on. ff
| It 13 well to note 1n passmng that nelther as regarda

"the present property noxr uhe steam equlpment for wnmdh this properfy-

has been cubstltuted is any depreciatlon or obsolescence-taken intou,u~fﬁ

’.acc°unt'f Tne Valuatlon presented assumea that the property'l fp“as*fﬁv”?

'lvaluable a8 ‘when new. It should be noted thax the ferry boata, for@¥4-"“

example, are from szx to tventy years old yet thelr cost to re-p
prod ce new 1s assumed to. be *helr present value.. For the purposes
po¢ tnzs case 1t w111 not be necessary 00 dlscuse the questlon of’
':erreC1atlon in detaml butvw:have no hesitancy 1n aaylng thatw@e:

do not belleve the cost to reproduce new ordlnarily represents th

present value of the property._ ThlS content;on 13 advanced on,hhe, o

;tneory taat 1nasmuch as the- property performs at 100% effeclency
there ore 1t is as valuable as though it were entlrely new; k7*"
In anotner case now pendlngvmashall dlscuss this queetlonf
of depreczatlon 1n detall but 1t 13 worth wh1le to polnt ouxuln‘
passzng taax the Company's eng;neers-nere have ovarlooke ‘ : |
_’nmpdrtant fact and hawe 1*orgo‘c.ten tnam 1f value 13 to beﬁdetermihedﬁpp
by tae work wnldh can be performed by any agency con51deradffthat
-t;xe'amc;unt_ .o_fffw‘o_rkf i—:h_i,éh can be“do':ne ;ih"\a.'ny‘:tihfff oft:.me 1{ Conly
:one of the factors and the second factor 1e tne number of unmt of:
tlme the agency in questlon w1ll be able to perform tﬁl_;_
ﬂﬂworx.. : o | .
” One ot the very 1mportant isxuee 1n thls case 1sw£he

proper apportxonment of the facllmtmes ueed Jolntly between the

suburban traff;c and the mazn llne trafflc. It 1s 1n ev1dence thatfﬁ*“‘*

tae ferry boaxs anc a con31derab1e portloa o¢ tne'other~property

of tae Company 1n Alameda County'are devoted Jolntly to the suburbane

and main lzne traffic. Tne Gontentlon af the Com@any is however,;:fgmﬁ°

(that as @ rule the apportlonment shoula be: made on. the b&olB of““ﬁ‘u'

the number of passengere carrled There 18 a further nece831




o ‘apportloning the cost of the'suburhan servzce betwean the el ctric

: lznes and the boats, and thls necessxty of apportlonment
many of tne complmcaﬁxons in the case. 3 ”f ”‘ | | |

| Oa&lana Pler is d;vmaed on a basxs of 507 tehthe main: line
etrafflc and 507'to tae electrlc line traffic on the theory,fha

anu electr;c 11ne mlleage is equal.. Englneer Pope of the'Com@any

occupy only one~tn1rd of tne ground. . -

The total value of tne floating equlbment operat\n between
Oaklana Pler and San Franc1sco 19 $790 600 assum;ng th1 _eqnip
is to nave the same value as new equzpment‘_ Of tnis amouﬁt
;$084 659 60 15 charged to tae electrmc syatem on tne baazs—of*tne
.nnmber of passengers carried, 1t havxng been determlned byﬁthePCom,
pany: that, 15 4% of the passengers travellng between SaﬁﬁFrenelsco
nana Oakland,Pler used its steam trains and 86 67 travelmﬁg#over the
same route used the electrlc trazns..; | | | L '

The total value new. 0¢ the floatlng eqnxnment use :

$2 124, 954 Th;s valuatlon 1s dmvxded between transbay ferry 11nes;~u

perlod worom January to Aprll 1914, 1ncluszve.~ On thls baai b

boax yards, or $372 504 43, The Oakland Pzer steam and electrlc 1ines




are cnarged w;th 15 97, or $3a7 867 69 ana from taxs 1atter amount
there is cnargea to ‘the electrlc 11nes on the 86 6% basia th* mmn"”“"
‘of 3292 593.41. It is very evxdent that for some‘i;ason the Aléme
_Pzer lzne is chargea wmtn a azsproportlonaxe amount 1nasﬁndh as it
carrles by far tne smaller number of pasaengers even?conszdermn'

tae: suburban traffic alone, while 1t 18 assessed the larger pro-

portion . of the value of tne property.

Toe seme vasis of apportlonment of tﬁe expense of operamlns R

these facilities,betweeﬁ tae subﬁfbsnytraffic55§¢{£h§,ﬁ$;#51§§éLg#affi
1s used as was adhered to in the apportlonment of the property in—.”

volved tham 18 on the b381s of the'nmeer of passengera carrie

. march and Aprll 1914.

‘0perat1ng revenue. . .’ '$1H585 404 09 ’
10perat1ng expense.r; .:;a._l 767 041‘28 )

__Other expensea taxes, etc
- Net operatlng deflClt.'. ,~¢

Interest at 7% on $2o 908, 885 481 ..
B G‘I'OBB deflCIt- ‘, - .« w - ..1_‘:.-- o P' «"_ o)

Aberaﬂe loss ner passenger carrledf_ﬁ'J*?"

'The Commany made a four daya‘ check on all of the‘elect

‘llnes to determlne *he number” of passengera patronizlng the

result 13 contalned 1n *he Company‘s Exhlbzt 2. ‘73
It 19 1n evmdence taam tne franchises granted by thé Cit

of Berkeley for certain of tae electrlc 11nes here involved““

l(0rd1nance-5509AuuDecember_ll, 1908@. Ordmnance ‘”n"




29,. 1910) contamn provrslons to the effect thax the Companyxehall‘\

malntaln a one-way rare of 10 cents and an 1ndiv1dual mon_‘.y‘eomsr_?f”

. matation fare of $5 OO between the Clty of Berkeley and the Clty‘off}e;:jf

San-rranc1sco. Lmkew1ee arelnance No.-413 of the C:ty of Alameda,ejiffffT

of Jannary 18, 1904 _coverlng Llncoln Arenue has e simllar pro
vm91on as does Ordlnance Yo. 414 of tae Clty of Alameda corerlng‘ o

, Central and encxnal Ayenues.eryy o o | B

| Oak_and p1er was. constructed by the Company and ite
“preoecessors. mnch lltlﬂatlon hae been carrxed on between the Compeny
and the Cmty of Oakland over the ovnerenlp of thlﬂ Pier and flnally

' by agreement tae Company was. glven a. franchlse for 50 years tdf

‘_over tne Pier taereafter the property to revert to the“01ty o
Oalland The Company arrlveS‘at a valuaxlon for thls T&er'an

_ apportlons such valuaxlon over the 50 years of the francn‘se so” hf
w1th1n that txme 1t Shall have had returned to it tae valuelof‘ i
property. It 13 contenaed by tae protestante tnat 1nasmuch ae thlen?
Pier nas been in exlsteace and 1n use for a cons;derab“eiperlod ‘“
already, in’ the nelghboraood of 30 yeare, xﬁnt 1f an arrengement?ieﬂ‘
‘to be arproved whereby 1ts velue 18 to be returned to the Company

at the erplratlon of 1te right. to use 1t, it mnst be aesumed tha& it5_:1f
should nave reuurned to 1t for each one of the 50 remaan1ngryeare | :
_ durlag wnlca tne rxgn to. nse exleta l/BOtn 1netead of I/BOth oi

its value.' It 18 also contended by the proteetaets that the:Alameda
Pier is. not neceesary to tams suburben servmce. It 13 ehown 1n the K
_exzdence thax this Pmer vas orlglnally construcfed by the South |
Pacr*lc Coast Raalroad an 1ndeoendent company, and thax whe :eon
etructed 1t was the term;nus ror tae line of th;e eompanj anc waa;
'_ueed 301nt1y for frelght and peseenger 3ne for subnrban aﬁdfmal
traffxc.' The contenulon now is that for-the amount of service‘"':‘;‘”
rnndered by the Alameda Pler fa0111tlca.the value-o the property

ané. the oneratlng expenses ere excess;ve.'

The root41ll Improvement Clnb ana Eenry WErfxeld‘~oom




_ plalnants in the two cases here 1nvolved ~as well as the.East Oaklanx
‘ Protect;ve League in 1ts crOas—complalnt base thezr contentlonvfor;
".a lower rate to Dutton Ayenue on the existing rames to Stonehnrst_
Waldh contemplates an electrlc servnce to Melrose ana a steam ser§1ce
‘from MElnose to Stonehurst-_ ] It is also urged thax thefaump 15 the
 commutat1on ra$e beyoad Sem;nary Avenue 1s ungustlfled.ﬁ The present o
| one-way fare from San Franczsco to Stonéfﬁhﬂwaﬁ 15 centsiand the P
montaly commutatlon rate $a 00 the dlstance 18 14 3 m11e§.~ 1he one”wt
ay fare between Oakland and Stonehnrst, hich 1nc1udes all point
‘on the 7ta Street local llne as far west as weSt»Oakland stativh,
is’ 5 cents.‘ The distance from West Oakland statmon to Stonehurst
"13 9. 3 m;les.  The' monthly commutatlon rate from Oakland tovﬁnx Stone-'::f
_hnrst is $2 50 but thls rate does not apply 'est o* Broadway{i” -
d;stance from Broadway to. Stonehurst ia 7 6 mlles. The monthly=com-
imutatlon rate from OaYland Flrst Street or Sth ana Broadway to_l |
_San Leandro, a dlstance of . 8. 1 mllea, 19 $2 50 by way‘o“f‘fﬁ'fjd
line to Mblrose and the steam 11ne taence\to Stonéhurst.ujiwﬁ
_ passenber boards the traln at Flrst and Broadway thls rate}
‘for the stean lzne servxce over the entire dlstance. 0

~ Broadway or: Seventh and Broa.dway to Baywa.rd a. dista.nce of 13 4 mnes,a‘

the commuoatlon rate is $3 00. It 13, tnerefore.‘pointed out thatgt,fgffj

for the addltlonal dlstance of 5. 3 mlles to: Hajward beyond,San Leandro;*t 

but 5Q¢ is u,dd.ed to tne montnly commntatlon rate to San Leandro,

© . wahile for a dlstance of .8 mlle betWeen Stminary‘Ayenue and Havens‘fﬁ \H“

court. on the.ﬁelrose extenolon une rate Jumps from $5 OO to $4 75. ;‘y‘wff

" The Company contends that the rate to Hayward was nut in 1n comn%w~‘ “

petltlon w1th the Oakland Tractlon Comnany's electrlc 1ine to anWard'

‘but tae fact remalns uha$ uhe Oakland Tractionw Company's rate at the lﬂiﬂ

time tais $3.00- commutation Tate to HayWard vas established was. 35.00 j‘"*
"betWeen Oakland and qayward

As bearmng unon uhe alleged dlscrlmlnatlon 1n denyzng_to

: Poznts on uhe Dutton Ayenue llne the 5 cent fare to other pOInts} n‘;‘{“T?

| Dﬁklﬁﬁﬂ itig ﬁdlﬂtéd odf fhaf e 5 é'“f ?éfé‘éppiieg from.ailfi«f*§”;f{
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Pointl on thc 7th Street 1ine1o Stonehnrat and th&t the dietanoe*iM;ke”‘
K from Weet Oekland to Stonehurst is 9 milee. Likewile’the fere
77‘from Teet Oakiand.by way of the Horee Shoe line to Alamedaffor
distonce of 9 milee ie 5 cents.. The fare, however, from West“
vOe&_and to a point 9 7 milee from West Oaﬁlano on~the Melroae&exf
tension, aboox 105th Avenue, ie 20 cents, and from 7th anderoedn&yfﬁﬁff
%o Duxton Avenue, & distence of 8.9 milea, the.faxe 18 20-_enta.-e““}*?“
It is urged that the practice of the Company to charge »,ﬁfi
B ce“te between Stonehurst ard wll pointe within the city limite |
of. Oaslano on tnia line is discriminatory againet the poin
Meirose extension in thet for similar and ehorter dietan'es‘aa~highm
as 20 cente is charged. | i ‘i “' : g _
 The. foregoing steuement oovers the eubstantial point AP
'brought onx in the evidence. Very iittle controversy exiats as.h -
.to many of the facts, but Wioe divergence of opinion is foond with ;c;iﬁ%

reference te the significance of such fects.( It ie proper prc-'

chefioﬁeQ‘ These axc'~ - , S |
o f‘i. Apportionment between main line and edburben traffio,iii_fﬁ
H(e)i velue of propexty,_ | T el |
(b) Expenee,
| _“ (c)f- Depreciation.gj
2. Competitive linee. : _ : R i
| 3. Justificetion for electrification, with particular fiiifr:;
. reference o present end fuoure traffio.~ e fr
' 4. ‘ Justification foz segregating suburben traffic’fromy‘ L
entire bosinene-of road. "_ S ';HKI__‘:_‘J i”
| 5;. Effeot of the voluntary according by the Com;any

ot the xatee ncw eought o be—raiscd. ‘”U"'

6, Diecriminatory ohaxecter'of ratee between Oaklend_point'




1. Abportionment‘betweenFHéin»ZinenendnSuﬁniban'Tieffic;g

| we have alreedy disoueeed the qneetion of depreoiation and B
| dbeoleecence te a suffioient extent to ineicateoum opinionfwith ref—.a”
" erence thereto and we need not further consider thltsubiec ;nere‘~jflef'“ﬁ
A discussion of the pportionment of 'the value c>:£‘ the propen'by and. |
the expense ef doingAgggineas between anburben end main line txaffio
\may be properly carried on together. Wb can see no justification
_fer the position aesumed by the Company with zeferenee to thﬁ;coet |
of the pier and the distribuxlon of the expenee. This 1mporfenf
property is now sought to be treated by thie Company'exaotljﬁau,ne
_thcugh it were owned in,fee eimple..‘ Thet ie,_it is- aeeumed thet
dnxing the 50 vears! right to use remaining to the Conpany‘.here |
ghell be returned to the Company ennuelly an interest uponlthe entire L
_ velue, exd in adeition thereto, a suifieient amonnt 30 fhetf
expiration of the term the Com“eny shall have received en anount
equal. te the total present valne of the property. In.otner words.
| 1t is aseumed tbax a revereion&ry interest belonging to~bhe Oity )
: of Oakland ie at tne present time valueleee. With thie oontentionug“;ief
we do not agree.- Assnming,t at. thie property hae been 1n uee 30‘V“w“ “
: wnich added to the 50 yeaxe yet r,meining, wonld.meke a total @ i
380 yeare dnxing which tize the Company will have used thie feoili‘y;a
cannot even then, as oontended by the protestants, be-logically
held th.at 1/eom of the presen‘t value sha,n be returned annually
o the Cempany. Where, ee nere, a nxi ity Qus mnde improvemets
upon a property to which it‘nas no title, the moet tnat cofﬂd e :
, expected by such nxility would be the return of the coet 1nonrre‘ ff?Cff;
:by it, &nd there ehould e added to its expense the fair rental S

value of the property nsea daring the term. Under tne tneory oft‘

Berkeley, in faree. wi;l be xequired to do eo, 1f the contentionij‘ R
—16—~\ E




of the Company-is eorreot. In short, the Company ie in no worse

', poaition if we gra::.t it woat it a.ske in thie regard tha.n though
this property belonged to it outright. We do not intend to suggeet
a substitute for the theory advanced by the Compa.ny or the one
urged by the proteeta.nts. In e prooeeding sueh e,s thie, wherein
‘_ratee ere to be raised, the burden must be aesumed by the Compa.ny

; to prove ite cont ntion, a;ncl ‘mile it ia not for ohie COmmieeion. ,
under a.ny cireumstaneee, _to resort to tecnniee.lities in ord.er to :
oring about any particula.r reeult, yet under tae peculiar cireum-
stenoee cf thie eaee, moro the.n e.ny otner ca.ee presented to thie

| Commieeion, the etricteet adherence to proof on “the *oart of the
company aee-riné to re.ise theee ratea mus+ "oe inaieted upon.‘,:
sna...l :ueones the rea.son foxr thie peeition in another ‘ora.no :"“'o

.the oese. ' | . ' L

Conaid.erable diecueeien e.nd. eome evidenee was 1ntrod.uced .

"Omﬂing the cheraeter of the euburben bueineee as. being e by—pro_ el

: --d.uct of the mein—line tre.:i'fic. Lirewise, it we.e urged. thet we

. Were as mnch juetified in e.ssuming the main-line traﬁ'io to be a.

| ‘by-prod.uet of the euburben tre.f:fie. The situe.tion is very eimple -
"vith referehee to th:xa metter. It ma.y be urged the,t the proper way B
‘to determine the pe*tion of the property and expense rightly cherge-
able to the snbnrban tra:ffic s ie to aseume the elimina,tion o:t‘ thei
‘ main—line tra.f“ic and then determine how muoh property woullf.',f_‘oe -

| veed a.nd how much expenee ineurred. 1n conduoting the eu‘ourban trattho fij_i‘.;;
‘alcpe. With equel plauei‘bility, however, it may be 'urged “thet the: '_ '
same nethz'od ray be e.dopted in determining the property and. expenee - “"t
necessary for the mej.n—'1 ine tre.ffic.‘m Adopting one of theee theoriee
in one :Lnetanoe e.nd. the other in enother, 1% readily eppeare thet
Me-snall have a eom,binea property and a combined expense mueh in
excese of +he property e,nd. expenee e.o uue,lly found neoeesary :ﬁor the
combined business. Unguest ionebly, from tee evidence, a eomewh.at
gree.\.er investment p ferry boate would be required te he.ndle the

- 2erry tre.ffio a.lone than wou..d be required to henclle the mein—line
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traffic alore. Bnt tie evidence’ doee not convince'uo that this is "”
true wita reference to any other expense or any other propexty, bnx
wedieagree 80 entirely from the Compeny in its apportionment thet-we
- shall not consume much space in 2z discueaion of it.v It is-unquesa
'tionablv true that if either nirxnix businesa ip by~prodnot, it
rust ve the Bubu:ban traffic. Take the ccndition which confronts
the Senta Fe cor tkhe Weetern Pacifio and if t ese. companies nad ae j
much . main-line traffic as the company here involved, we would be
':in a position directly to determine the amount of‘property and A
expense neceseary to carrv on the main-line traffic.3 However, theaee;e"
comparies do not, of course, transact nearry'aa mnph mainrline
passenger busineas into and out of San Vrancisoo as the SOuxhern -
Paciiic Company does over its: O_Llumd Pler route, and 80 it is
imposaible 10 wake a com parieon.A However, it appeare from the
evidence and, of course, is a matter well known to all familiar B -
wit h‘thie aituation, that tze im portant buainesa to the Compeny il :°”
its main«line traffioc. Extraordinary expﬂnee may be required to
transact & necessary portlon of a railroad's businesa, which expense 1
would not dve juetified if it were not for the faot that the entire
or ‘& great portion of the business of the road is dependent thereon.‘f-'f‘

The Soutnern Pacific Compeny must operate these ferry boats for its o

mein-line treffic and must meintain its terminal ;gg;;;gigg ay Fﬂﬂ

Qakland Pier. Its feilure to do so would be diaaatrou. to 1t-'.

San Franclsso p&ssenger busiress. Therefore, .every euburban passen—”
ger carried on every boat waich is n.e0eRsaTy ior the transcontinental
or local mzin-line business of this ca.rr:!.ez' is by 8o much an
adventage. The same may be sald of every item of its expenee - |
eurred and every portion of its facilities used Jointly betreen the

'two‘kinds of traffic. The franchisee for joint facilities are also tbnn

affected.

It is & fundamenta’ rule recognized by all carriers and ];~!-

by other utLlities ae'well--and asg far 23 that is conoerned, by
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all'bueineeeee——that-ordinerily, eeethe amount‘of treific-or'bueineeeki
'inereesee, the cost per nni*‘decreaeea. If thie were not true, it
would be hard ©o eccount for the greet number of freight end paesen- ‘
ger agente conetantly seeking bueineee end the great nuﬂber oi oom- o
mercial iravelers and solicitors doing likewiee for other claeeee

of business in competitive induetry. The ability to get a 1arge

- amount of business always redounde, partially, at: 1east, to. the i'
benefit of t%e ratrong of such bueinees, dne to. the feot that if

the bneinees is purely competitive and there e 1o combinetione, r
those in control of suok business always nave a tendency to accord |
to thelr pdtrone the lowest rate which may be accorded end leeve the
business profitable. In the case of’ naturai monopolies, such as.

railroads, where of necesasity competition cannot have fnll sway,_if

one of two forcea must bring about the game. reeult, namely, fear or“*"'

future competition if the retes are maintained on- too high a °°al°a,pi*”*

or regulation. The former of theee forcee ie elweys leee effeotive
as the magnitude of the enterprise and the coet to- carry it on in-fegjf;f
creases. Lo | B
By reaeon of these fundementel coneideretions. it ehould
 always result that as business bdoreeeec in volume the egenoy in '
‘control of such bueiness, if it be a regulated induetry, st trane—- «
act eech wmit of euch,bueineee et a emeller expenee to the petron. ,ff
The eervice performed for the transcontinental or locel medn-line

Passenger by‘tne terminzl and bey facilitiee of: the Sonthern Pecifie

Company cannot from its very netnre be compared to the eervice-per-5“’u”

formed for the local enburban peeeenger.\ The eervice performed for
‘the main-line paseenger iz an eseentiel part of a lerge eervice, "‘.\”
essential tc such eervice and withont which such service eonld not \
be rendered. The patron of the railroad enjoying euoh eervice ‘

has a right to be protected from hirher chargee by reaeon of euch

service .being performed jointly With some other eervice end, in fact,

a proper portion of the eaving, if a eaving be made by reeaon of the
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joint service, such patron hes & right to demand._v The cost to“himff
of nis eptire service way ve five or one hundred dollare, where the '

necessary ccst to the comruter mey be five or ten cents. To the o

mnin-line passenger, both from the Suandei t of the necessary expenee‘;‘

which can be incurred by the Company in oxder to secure this traffic
and the value of this service to the patron, 80 often nrged.by tho
railroad lawyer, the rate may legitimately be higher.\ In short, from
the stardpeint of what the traffic will bear, a snfficient and legi- -
timate doctrine if properly understood and oironmecribed but not as i
usually urged by the cerriers, the apportionment u:xx here mnst fall,
fer the limiting maximuwn rate beyond walch the oarrier may not go i
and hold his traeffic is always the amount the patron can: afford to |
pay, while the limiting wirnipum rate below which the carrier oannot .
afford to dot%gsineas iz the actual added coat to the oarrier of snoh'l*

buainess over the cost such carrier mnet for other and independent

reasons incur. In short, it has appeared to us that both the conrts

and oommissions have been in erroxr in determining the lowest rate that]ifﬂ

8 utility may reaaonably and lawfully aiford. This rate, the oonrts o
and commissions to the contrary, notwithsuanding, nay be and often is‘
telow the ectual cost of periorming en average wnit service. "For]f-
example: 1in the cage cf a hydro—electrio company, it may'oe that

the actual units of power availa‘blo, cost unit for: nnit, a oorte.in
amount in actnal out-of-pocket expenditnre. Therefore,_if we view
tanis enbaect snperficially,we would - immediately say trat thia oompany
could not afford to furnish its commodity at a lesa rate than the
actual ont-of-poclet cost.per_unit. But on inspection, it may

appear that by reason of the inpossibilityvof-operating~in‘every
instance to maximum efficiency, thexre. ie excese xR property and exceesl"'
expenss incurred ir performing the total gervice performed at any

one_time, which will'not be eppreciably, if at all, inoreesedfby

performing some additional gervice. Therefore,‘when{itfbeoomedddﬁ
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p question of perfoiming or not pe forming the additzpnal eervioo,
under the circumstances stated, the utility does not and should not
look to the average expense of performing the it of servioe, but
locks to the added cost and the added revonus along, which added "‘
coat may be much less than the average oost per unit and whioh added
revenue xay be less than the average Tevenue that musu be required
per unit, Taerefore, in determining whether or not snchladded bnsines-'ﬁw

shall be done, the considerations we have nerein diaouseed are the

ones 2 Wise eoonomy 11 requive to be studied.
Suburven traffic is essentlally a wholesale traffio.

Suburbé.n rates are essentially wholesale raten. ‘I’herefore, 1t 13
violative of fundamental rules of rateumaking~to apply units of

expense and enforce divisions of property on an equality with a L
gservice whieh is eaeentially d.ifferent a.nd. essentia.lly reta.il. I‘here-
fore, without ooing irto tzis matter further, it conclusively appears ‘f:
to ue that such a fallacy exists iz the rethod of; apportionment, ;. o
bota of property and expense, between mainwline and aubuxban busineas f7
that here agaln it may be sald that the Company haa not sustained |

its burden of proof.:

2. Competitive.Lin63;

In disoussing the. evidence, it ﬁas‘already.appeérodithat.
many of the lines of this Company &are in direct competition with
tae lines of to# San Francisco—Oakland Termiual Railways. We have
30 often expressed m;gi‘?gév?ciis guestion thatwe think it un.neoessa-
r7 to again dlscuss 11 extepsiv»ly Competition between natural
menopelies and regulatiorn of natural monopoliet are 1noonsistent.:..‘
If competition is to exist between natu:al monopolies and- the rigﬁts
of the public are to be enforced through competition, then the Stato
ghould go no further than to see to it that actual competition exists :t

and that nc combinations of the slightegtfbinding effeot aretpermitted.P_?




Urder such competitive arrangement there will e the tnndnnay

on the part of the owners, if absolntely independent from their
beginnings in the money sources dowm to their actnal minntest oper—
ations, to take the smaliest return on their inveatment poasible
and to enforce the greatest economies that can beAbrought about.
Inevitably, if any patron or any looality ia 80 unfortunate as to
be outside the influence of thie competitive force, such paxron “.
and such locality, in the ebsence of regulation, mnst expeot to f,f
pay every cent that can be extorted, unless the conditions are

" guch that the fear of competition and of rivalry foxr the businesa

of such patron or community pinirizes the.aeverity of the‘extortiqngV




On dhe other nand 1f regulation 1s to assume the functlon

that it is attemotlng to assume 1n most o* tne states and 1n the

Federal goverament, as far as re;lroads are concerned lu can enforce,.dh"
if it is aaequate to the Job the efflclency and . tne eCQnomy that
we. oave shown competltlon +énds to enforce w;thout the dupllcatlon.e,

The total sum whlcn is necessary to be paid for serv1ce by'alna¢u;oiT'
monopoly will, of course, de less if the minimsn amount oL:ih#eetmenf
whicn is requlred to perdorm the service be made. Thds is o simple -
thatwe are at a loss to understand the dlfflculty with vn;dh some |
peoole.grasn it. It will he noted toatww bave sa;d "tne sum necessary -
to be Duld" of course, under 1nadequate deﬁulatlon the sum that is

pa;a is often greaoer and the service that is nerformed 13 usually
inferior without competltlon than with it. But 1t does not follow

from this that wmtn gtrong laws and competent offxc;als to endorce

tohem one street *allwaj line on a street cannot be reqnlred to furnxsh'~-f
a better service at a lower rate taan can be accorded by‘two atreet

car llnes doubllng the investnent and leldlng the revenue. Regard-“_?aﬂ
less of the posltlon'vhicn nay be assumed in favor of commetltlon or.

.reﬂulation'of natural monopolies, still 1t is. certalnly truc thax the f'

oubllc should not be reqdlred to accept- the-ev&ls of‘both.‘ The evzls f]ﬁ

o_ compet1t10n are dupllcatlon of facml;tles and a neceasarxly high

‘cost ner unlt of service. The evxls of monoooly in. alnatural monopolyddie
fleld are dlsznollnatlon on the part o* those in coaurol of such

monopolj to give good service and to accord reaeonably low rates.u'd* 

In the case at bar we have it urged taat the entlre-value_of.comaf
pefiﬁg.lines andAthe‘entire-expense of operating theﬁ‘adeiigbe.

saddled upon the vatrons, regardless’of tae fact *hat‘theseeliﬁee B

are admittedly not operated nearly to efflclency.‘ Véither'thexisw ,d°
nor Justlce requlres this to be done. The att1tude of 01ty author-:‘,kﬁ
1t1es, nowever, too often nosseseed of a merely superflolal under-'

s+and1ng o.rthe important questlons 1nvolved, in glvzng frandhises to - :

competing natural monopolies bringing about such ounllcatlon of
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facilities, as unquestlonahly exists 1n thms case, should be conp
demned, unless such c1ty antaorities 1ncorporate condltlons in' the
franchises granted Whlch will require the utility . accepting the |
fraacnlse 4o accord a8 low a rate and as good a serVLce as can be
forcea it the facxlltles are not duollcated and un’ess further,
such local antnorltles have =z rlght to expect that *hey can force'
une performance of a service Gemanded in a franchlse, even though
‘tne agenCJ accentlng the franchise hazs not the fznanczal ability
80 to do. - | "_ R ,_"~'u - :~,(

It should be borne in mlna however, even by the most
ouoerflc1a1 that service must be paad for oy some one., If tne one
legally obllgauea to nerform it is flnancmally unable by reaeon of
the conalt;ons imposed to per»orm,‘some one else Wl;l have to be
subsultuteemikmxix. Patrons canrot secure service fox less than
the cost of performlnc it, wnless some one else rays the: dlfference
vetween the actual cost ana taat recelved In otner Woras, even
boards of c;ty trustees cannot crce ae 1mnossible.

Ve do not believe that under the czrcumstances under whxch
ccrtaln quburban lines of the Coupany veie constructea in Oakland
and nerkeley. nms Company has a right to 1mpose upon 1ts patrons i
a rate su*flclent to $eturn to it the amount whzch otnérﬁlse should‘
be returned, or the grouna tnat 1t has constructed fac;lltmes in

excess of the nece:sltleq of tne patrons.

3. Jugtificatiorn for Electrlxlcaﬁ*on wzth Partlculqr

Reference to Present and “uture Trafflc.

We oelxeve without questlon uaat tne Combany was Justlfled
the elecirification ol these lines. Wé ane however notAof'the
oplnxon that it was justified 1n the cons~ructlon ofaoms of the
added lines, except in contemplatlon of 1ncreased traffic 1n the B
future. Utilities are always reoulrea to have an eye to the future

ang. thej should ultlmately be pala for the expeadltures made._V‘

.

i




But one of the elements. always urgec in a valuat;on case as’ & part

o the value of the property is the cost of aevelopment of bus;ness
‘and‘the interest on*the-money necesgarily idle durin@-the‘develgpmentjf"'
period. If the'dévelapment period is not tooglohé and-the‘;inéswéfél
wisely constructe&,‘there:caﬁ be ro questibﬁ that a,proper;r¢turh‘  
should ul*xma.ely te had fro* subsequent traffic. .Butwi%'iSCidief'

to urge. that where facilities are constructed in excees of present
needs taat the rates to the present comparatlvely few patrons should-
be so arranred as to give an 1mmed1ate return. The Supreme Conrt of

the Unlted Statea has many times dlscussed thls, ana of course the
rule is well established that ¢ac111+1es constructec 1n excess of

tne needs of the patrons may not bve maae the basms for unreasonable “5-"'
“burdens upon the present consumers. Except in +he case of certa;n
paralleling.compeﬁitive lines, we have no question tnatlultzmately thef‘
- great development that is to'come’to‘Alamedé.Counﬁwaill fep#y[the '
Company for its forehandedness in eléctriinng énd‘iﬁpxqvipgfthgsé‘
lines. Butwe do not believe that. the--officialé who'ad%is‘é&’f tne
electrification and the extensmone of tnese 1:Lnes for a moment

expected at the ﬁime of such improvement that the rates would be

ofher than those that have exlstea €0 long. The vecora conclnclvely
ShoWS, af heretofore pointed out, tnat it was understood when these
lines were - consuructed and these 1mnrovements maae, that such con- -
struction and such improverents were made in contemplat10n30£-fpture“f

rather then present needs.

4, Justification for Segregating;Suburban:Tréffiéf

frox Entire Business of Rozd.

We have already discussed in the first division of ‘these
comments the fundasental nr;ncxples 1nvolved in tazs ouestlon. The .

Counany, however, havmng failed 1n svstaxnlng 1ts burden w1th

reference to tne proner'segregatlon of property an&~expenses:betweeh

suburban and main line husinesswer 'belleve more uhan ever we are

Justified in looking %o the genera¢ fznanclal conaltxon of thls carrler57;




Aswe have already sazd tae ma;n line passenger h 8 a rlgbﬁ o

to protest if nig rates are made nigh by rea.son o:t‘ 't'.he suburban

traffic. SuCh. however has not been vr.ov'n to be’ andwc ao not belxeve ;U.

is the fact. Regardless of the pro»eSvatlons of the representatlves
of the Company to the conirary, it isour opinion: that this subur'ban
trafflc is a good tkhing for the Comnany and that it does not aad in
enywise to the burden of the main 11ne passenger or uO the ehlpper
of freight. Butl even if temporarily: there should be a 1088‘m3have
already pointed out that such loss may be Justlfmed in contemplaxlon
of futmre business snd that some of this loqs may be borne by
the stoccholders of this company by reason of the ounldlng of un-.f
necessary competltzve lines. | |
Testinony was 1ntroduced enowmng the gencral fznanclal
condition of tuis Company, and while at the presen* time it is

gifficulet for anyone to borrow money, stlll thls Company is dn

very good financial shape and is ZE carrying on an extremely'proflt-_ f N

able business. In fact it is in evidence that these very suburban -
lines were built in their entlrety from earn;ngs, as 18 11kewiae

the case of the double trackxng across the Sierras and varlous

other improvements that have been and are being made by thls Com@any, \fT

apd this in addition to a 6% ¢ividend upon its stock. All of which
indicates that this Compeny is maklng, v1ev1ng its busmness ‘as- a ,jim'
whole, much beyond 6% net because the re—lnvestuent from.earnlngs

in capital account, of course, is as much in effGCo Y alvzdend ae V"

tﬁe actual taking of tae money from the treaeury by, the stockholdere.a;5f

S. Effect of the Vbluntary Accoralng bx_the Compamy

o the Rates now Soughx to be Ralsed.

For many years the rates here involved have been'in‘efféCt;_ 
Ve near much of con¢1scnxlon on the part of utllltles, and 1t is
now being urged that con;lscatlon results when anythlng 1e°s than

the current rate of interest is earnea. Wb;le, of course wm cannot




egree ithat from a strictly legal %ieWpointvsuch'a conténtibn ié corré§£; "”
yetweAaB'very willing %o admit that regu latlng bodies should never
aim to make their rates s0 1low as Just t0~av01d~legal con¢Iscatlon,
In the case here involved, aowever,we feel no hes;tancy 1n saylng
that the strictest presumptions of law shouléd be. adhered o agzinst
thts Company, rot for the purpose of conflscaxlng lts-property but
Ao*_the purpose of preventing the. conflscatlon of tremendous valuesf
in the property of tke re31dents of Alameds County.' Thousan&s upon'
taousanas of people have huilt uhelr homes ir these suburban com»
anltles ané have paid prlces for thelr proverty 1n contemplatlon .
of tke reasonableness of these rates voluntarlly accorded by thzsf
ctarrier. When U,rough 2 long veriod of years a tran°portatlon coms 3
pany has voluntarily accorded a rate t0 a communitv on the fa;th of;

which large investments have been made, andfwhen’agalp the‘same"

agency has voluntaxiiy and under no 1egal compulsion incqrred:grea£’1 

exnenditures and largely extended its facilities, the priﬁa facie“'
'reasonableness waich attacnes to voluntarlly accoraed rates bacomes, ";j%f

if nov conclu51ve, very strongly persua81ve upon any regulatory

authorlty._ ,

An increase of the commutatlon rate alone will conflscate
or take away from (the term used is 1mmater1al) the value of tne -
resmdence of every person in the terrltory here involved who ia
forced by business reasons to commute to San Franczsco.-_anflscatién“
in tzis case looks both ways, and it does hot lie‘in the moﬁthiof*’
this carrier to urge its own conliscat ior in utter dlsregara of the  “
confiscafion which it, if permitted to naveits‘wayr wzll have brought
abous among innocent people ﬁho areits patrons. ‘Be31de we do not
treat as lightly the.provisions in tke franchises granted by the
municipslities involved as the Company seems williﬁg=to_d6. Whilé‘
one wmay be able legally to avoeid a vcluntarily.assuﬁed obligafidﬁ;z7
still such a one should not e pex mltted to 1nvoke .the rule laid

down for the benefit not of itself but of third partles. mhe_rule,fhff




that contracts of pudlic utilities maj be avoided is a rule of public
volicy and does not at all subtract from the moral obligation of the X
contracting pafties. If any one has taken advantage‘of'his‘powér_td 
extort to wmake an ﬁn00nscionable contréct or if a utility has entered
into a contract, the enxorcemert of wnlch w111 Wbrk hardship upon '
patrons not parties thereto, such contract may be set aslae not 1n the Lo
aid of the party offending dbut in the azd of innocent people. Regard-; 
less of the enforcible prov1 ions of these franchzseg tne Company |
naving accepted the bene;lt with theSe conditions:annexed snould in

good couscience be required to assume the burden.

6. DiScriminatory-Chéracter of Ratés‘BetweenvOaklaﬁd.?ointé;

As already pointed out, the Pub11c TUtilities Act provides
that no fare in excess of 5 cents shall be charged between two polnts

in -
witl/the same municipality, except on approval of the Ballroan Com»

miésion. ‘
‘ Such a maés of confusion exists on thevlinésfof thisf06ﬁ;w 
Paﬁyiﬁith reference to this 5 cent fare that it’becomes'a-difficnlﬁf
matter to adjust. Weé assume that the tneory upon wn;ch the Leglslamure j“
passed this Section was the same as that announcea by uhe Supremm
Court of tke United States in the Russell case, and is that the |
| fSanchise to do business within a munlcipallty exists as to 21l portlonsﬂ
of the municipality, and such being the case z uniform raxe might
apply both for short and long distsnces. |
However tais may be, the amount of traffic is 1n¢onsi‘derab1e
and wedo not believe the evzdence in this ‘case Justlfzes the Comm;asxon
to make an exception from tnﬂt imposed by law, with the possxble |
exception of the rate applylng to and from . Oakland Pler. No one
exceyt those deszrlng to take the trains of the Company oralnarlly

need go to Oakland Pier. * is not a portion. of‘the buszness or

residence section of tne City, and cer*alnly no street car character-li




istic exists with reference to any trafflc into or out of tnxs Pler..
As far as the 7th Street line is concerned and other llnes.ln the R
City of Oa&_ano, wh;le they are not essentlally street‘car'lines,

still operatmng on the nuol;c streets anc stopplng at comparat;vely

shor:t intervals they furnish for some people & substrtute for’ street ,"”

car service. ) |

We, therefore, shall recommendvan‘eiempfion from7tﬁe'5cceafdj 
fare prov;dec ty the Public Utilities Act wzth reference to - trlps
to and from Oaklard Pier alone. _ |

AS to the fare between Vest Oskland and 16th Street and

2l) other portions of the City of'Oakland' the uniform 5 cehf faree
‘as provicded in the Public Tt ilities Act should be. establlshed.

Ve areof the opinion that the Company has been very con-
siderate of the people of the east bay territory da the:exfecSion”
of its lines and the extension of its $3.00 commtation and 10 cent |
single fare rates. Such fares when not voluntarily accorded, 5ffﬂ |
course, must end somewnere. We areof the oprnron that as to the
vortions of these east bay cities and Alameda County other than tnoee ‘;‘
ooxnte to which the £3.00 coxmutation rate and the 10 cent smngle :
fare rate have been heretofore voluntarrly accorded or establlshed
the Company should not be required to accord them. There 1s‘such :

a mass of confusmon, however, with reference to ta1e matter and

so much incomsistency that ve think 1t will be better for the represen- -feﬁ

tatives of the Company, the protestants and the Rate Department of
nis Commlss1on to get together wmtn a view to arranglng a unaform d
and proper scale of coxmmtation and single fare rates between San
Frarncisco and points not now accorded the os 00 monthly commutaxlon
rate and the 10 cent single fare rate. - It shou’d e understood that
the inclination of the Commission is to hold that Semdnary Awenue fu
and the other outside points to which these fares apply ehall be
tihe limit for the present time of such fares, and thax they should

be graded up to terrztory beyond such p01nts. As far as the Stone- T




burst line is concerﬁed it wouid”épneér‘ffomva ébmpara£i§é-5taﬁdp5iﬁf¥?'w
that these rates are low, and 1t uay be necessary, 1f & fznal order
snall be entered in this particular branch of the case,_to ralse some
of these rates in order to make tne scale of rates consxstent.
It may appear th twe do not aoprecxaxe *he dlllgent effort
ol the Company to present all of the facts surrounalng thls case. |
Ve ao appreclate tais, andwm zlso appreciate tne fact tnat tnzs Com_‘
pany is giving e tremendously valugble and efficient servzce te these :
Alameda County points, and waile, aswe have eald nereln, the Co pany H
sbould be neld more stricily to account in accordmng tnese rates in
the Tuture whick it has voluntarily accorded so long in. the'ppst and
on the faith of the continnance of vhich so many people have acted
yetwe do not belleve rat this shou;d be macde the baszs for forclng ‘
this Cornany by reason of alleged discriminations further to extend
these commutation rates to terr¢tory nov presently profltable, nor
ifﬁxﬁxx that tnese rates should be taken as a basis for ccmpazison V
in other teiritory not similarly affectea._ Tne~fact taatethlsutrans-:
.bay service to Alameda County points is of such a nature as 1t has
beern found to be and was admittedly in the beglnnlng entlrely and 1ss-w
still ldrgely,a by-producty service, a@ded to -the further fact:that‘
the.tiaffic is vefy dense for a considerablé;pbrtionfdfjth§ déy,f"'
mekes it improper to compare this service with other5ééfvideuwhere{
such conditions do not exist. Thevfacfs in any otheficéSe.ﬁrésénted 
to this Commission must determ;ne such case; and it m;ght ve. that
conditions exist vﬂ&t dustxfy for similax dzstanceS«even a 1ower
rate, or they might Justlfy a much nlgher rate. The mere fact that o
these rate° are accorded for a prescrlbed dlstance in. Alameda County}_

means no more as & basis. for comparaeon than the comyarat;ve rates

presented by the Company in this cage for sxmllar dlstanceg in otber:f"‘

localities under dlssmmalar conditions.
Te. have glven this case & great amount of study and have

endeavorel to the bes t ofour ablllty to set out the reasons whlch

w«30=-




rmove ug to tae determma.t:,on wpon Whlchwe have deczded |
' e suggeot to the people of Alameaa County. partlcularly f
those engaged in the opening up of new tracts for oettlement thax
ey in the future shoqu net proceeu on the assumptlon that tals

Commission will reguire tuis Coxpany furtner to ehtengu;ts,$§;QquV

monthly commmtation rate.

We submit the following order:

The Southern Pacxf;c Coapany navzrg flled its Appllcatlons

Nos. 860, 861 and 1105, and Henry Warfield havxng flled nis complalnf‘g“'

Xo. 519 and Foothlll Imnrovement Club kaving filed its complalnt o
Yo. 517, wnmch various applications and complalnts brlng to 1asue the.-
corxmt atlon and one-way fares between San 1?'1':\.=a.nc:z.sco and certaan

indicated Alameds Coun vy Ddoints, and likewise certaln commutatlon

ana single fare points within the County of Alameda, ana by agreement"

all of these cases having been combined, and a hearzng,thereon,havxng;;3*

been heard, and being fully apprised in tae premises; ' |
IT IS HERWBY ORDERED that the applications hereinéiovgf
referred to be and the same are hereby denied, S o
IT IS FURTHER ORDERED that the compla;nts herexnabove
referred to be and the same are hereby dlsmlsaed. :
IT IS FURTHER ORTERED that. w1th1n twent&.(ao) days £rom~the

date hereof +the Southern Pacific andé bne otner 1nterested bartles

rerein present in writing to this Commxsslon tnexr proposed schedule  ”

of rates to and from the roints beyond Semlnary Ayenue and upon
the Stonehurst line toth for commtation and single fares;‘in-
accordance with the suggestion made in theldpinion héréto;__
Unless an amicable arrangement of thbée issues‘not:‘
Cevermined herein can be reached t'is-Comm1881on Wlll make a.

subsequent order with reference thereto, and tnose portaone of the




applications and complaints applying to the rates_here’invol#ed .

are reserved for such future determination.

The foregoing opinion and'qrder are:héreby'épproved gnd: f

ordered filed as the opinion and order of the Railroad Commission

of tne State of California.
Dated at San Francisco, Califo:nia,‘ﬁhig‘ 0P

Octover, 1914.

Commissioners.




